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Economic Report of the President of the United States 


In his first Economic Report, transmitted to Congress 
on January 28, President Eisenhower characterized the 
slight contraction in employment and production since 
mid-1953 as an inventory adjustment. In contrast to 
employment and production, final expenditure was still at 
peak rates at the end of 1953. If this continues during 
the next few months and if business grants more favor- 
able terms, adjusts prices, and applies more effort to sell- 
ing, inventories can be reduced and a better balance 
achieved between production and sales. This would halt 
the contraction and enable economic growth to be 
resumed. 

While the reduction of inventories may affect other 
types of spending, a review of the major fields of private 
and public expenditure suggests that spending as a whole 
will be well maintained. Business firms plan to maintain 
their plant and equipment expenditures at high levels 
this year; their financial position is strong, and incen- 
tives to invest will tend to be supported by the termina- 
tion of the excess profits tax on January 1. Housing con- 
struction is expected to continue at close to the high 
1953 level, as the reduced rate of family formation is 
more or less offset by other factors, such as population 
movement to suburbs, improvement of incomes, and the 
recent easing of mortgage funds. Farm expenditures, 
both for equipment and for consumption, will tend to be 
sustained by the prospect that net income will be close 
to the 1953 level. Domestic demand for farm products 
remains near record levels, while export demand appears 
unlikely to weaken further. 

The outlook for other consumer expenditures is also 
considered favorable. During the next six months, dis- 
posable income may well approximate the rate of late 
1953, owing mainly to the 10 per cent cut in personal 
income taxes which became effective on January 1, and 
which may amount to about $3 billion in 1954. There is 
room for increased consumption through a decline in 
the rate of savings, which has been at the exceptionally 
high average rate of 7 per cent in the past three years, 
compared with an average of 4 per cent in 1947-50. The 
latest survey of consumer attitudes (October 1953) indi- 
cated that more consumers considered market conditions 
to be favorable for durable goods purchases than at any 
time since the outbreak of the Korean war. Liquid assets 
of consumers are large and widely distributed. 

Federal government expenditures will continue to be a 
strong sustaining factor in the economy. The annual 
rate of these outlays may be reduced by only about 


$2 billion during the first half of 1954, mainly in national 
security expenditures. This decline will probably be 
counteracted in large part by a rise in State and local 
government purchases, which, in recent years, have in- 
creased annually by almost $2 billion. There is a large 
backlog of demand for schools, highways, hospitals, and 
other facilities; and public pressure for their expansion 
and improvement is mounting. 

The Report states that the role of government in 
dealing with economic fluctuations is not to resist adjust- 
ment to change, but to promote conditions that will 
facilitate private adjustments. Government action can- 
not wait until some price index or unemployment figure 
reaches a particular magnitude. The new concept in 
practical government calls for day-by-day review of 
every legislative act or administrative decision for its 
contribution to an expanding economy with maximum 
employment and without price inflation. The program 
cannot be rigidly based on a categorical forecast, but 
must be kept flexible to meet continually new problems 
and opportunities. The need for constant vigilance by 
government does not, however, justify constant meddling. 
Minor variations in activity are bound to occur in a free 
economy, and government action will not be taken more 
frequently than is required to help maintain reasonable 
stability. 

The present program, which includes recommendations 
for State and local governments as well as for the Federal 
Government, comprises, first, steps to protect and pro- 
mote stability by modernizing social insurance programs, 
extending authority over credit conditions, and planning 
public works; and, second, action to stimulate the expan 
sive power of private enterprise by removing impediments 
and increasing incentives. Specific suggestions are out- 
lined in the fields of tax structure, housing, agriculture, 
social insurance, and public works. In the field of inter- 
national relations, the Report notes that the achievement 
of a mutually advantageous system of trade can be 
furthered by the maintenance of an expanding U.S. 
economy. It points out, however, that the contribution 
of the U.S. tariff-reducing program has been partly 
offset by an atmosphere of uncertainty as to its con- 
tinuity. A specific program will be presented to the 
Congress later on the basis of the report of the Commis- 
sion on Foreign Economic Policy. 

Source: The Economic Report of the President, Trans- 
mitted to the Congress, January 28, 1954, Wash- 
ington, D. C. 
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U.S. Commission on Foreign Economic Policy 


Minority Report Views on Currency Convertibility 


In a dissenting minority report, Messrs. D. A. Reed 
and R. M. Simpson, two of the members of the Com- 
mission on Foreign Economic Policy, appointed by the 
Speaker of the House of Representatives, criticize the 
majority report on the ground that it was prepared too 
hastily and that, in assuming that the key problem 
referred to the Commission by the Congress was the solu- 
tion of the so-called “dollar gap”, it has failed to come to 
grips with the underlying problems which have disrupted 
international trade and finance. 

The majority proposal to explore the possibility of 
strengthening foreign reserves by means of Federal Re- 
serve stand-by credits or line of credit arrangements 
is compared by the authors of the minority report with 
the currency stabilization arrangements of the interwar 
period, which in their view were attempts to peg arbitra- 
rily fixed exchange rates rather than permit all currencies 
to seek their own level on free markets or be made 
mutually convertible by re-establishment of an_inter- 
national gold standard. They describe the majority pro- 
posal as constituting “one of the greatest threats to which 


Europe 


Review of EPU Operations 


According to Mr. Robert Marjolin, Secretary-General 
of the OEEC, the total amount of transactions cleared 
through the EPU in the first three years of its existence 
(July 1950 to June 1953) is estimated at $70-80 billion. 
Bilateral deficits and surpluses totaling about $20 billion 
have been reported to the Bank for International Settle- 
ments as the Agent of EPU. Of this amount, $9 billion 
was settled by multilateral compensation and $6 billion 
by “compensation through time”, i.e., by the reversal 
of various countries’ positions within the EPU. Of the 
remaining $5 billion, $350 million was settled by special 
resources granted by the United States, $1 billion was 
settled mainly through initial positions (grants by credi- 
tors to debtors) and in various other ways, $2.1 billion 
was settled by credit granted to the Union by creditors 
and by the Union to debtors, and $1.5 billion by net 
gold payments to and by the Union. 

The fact that these figures are obtained by the addi- 
tion of bilateral surpluses and deficits involves double 
counting; net gold payments by debtors have amounted 
to about $800 million, and the net credit granted by 
countries in surplus to about $1.1 billion. The net 
amount of gold required for settling EPU transactions 
thus represented about 1 per cent of the total transactions 
involved, and the credit operations of all kinds involved 
in EPU settlements about 1.5 per cent of the total. The 
maximum theoretical amount of credit available through 


the American bank system and American bank depositors 
have ever been subjected.” Until other nations achieve 
internal economic and political stability, anything which 
the United States does to assist convertibility may be only 
a temporary prop. 

The minority report recommends that every effort 
toward restoration of convertibility should be made by 
the U.S. Government, consistent with the recommended 
reduction and elimination of economic aid. Construc. 
tive leadership by the United States in urging other 
nations to return to the international gold standard 
would be an additional major step in this direction. 
Improved economic conditions throughout the world 
make this not only a desirable, but a feasible goal. The 
first step in world leadership would be for the United 
States to return to gold convertibility in its domestic 
affairs, for which more than adequate gold reserves are 
available. 


Source: Commission on Foreign Economic Policy, 
Minority Report, Washington, D. C., Janu. 


ary 30, 1954. 





the EPU is about $1.4 billion, of which about $1 billion 
was being utilized at the end of 1953. The total amount 
of credit utilized within the framework of the bilateral 
payments agreements in force before the creation of 
EPU, when the volume of trade was considerably smaller, 
was between $800 million and $900 million. 

From the experience of Europe since 1948, Mr. 
Marjolin draws the conclusion that the rules of conduct 
in international monetary transactions and in commerce 
must be closely linked. The proper working of an inter- 
national monetary system depends in large measure on 
the rules that govern international trade, on whether or 
not they are strictly applied, on how far creditors apply 
them more generously than debtors, and on whether 
they can be temporarily suspended in the face of pay- 
ments crises that affect one or more countries. The 
European system of trade and payments has not yet fully 
solved the problem of coordinating the behavior of 
debtors and creditors, both in normal times and in times 
of crisis, but a certain code of rules of behavior has been 
developed which represents a welcome advance on pre: 
war conditions. Some measure of deflationary action 
has proved necessary in all the cases where extreme 
debtor positions have had to be cured: but it has been 
found that the deflationary action taken was strictly 
limited and that other prescriptions had simultaneously 
to be followed. Many of the alternative prescriptions 
took time to become effective. so that the debtor needed 
temporary assistance and freedom to reimpose controls 
on imports for a certain period. It would be illusory to 
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think that this situation would be radically changed by 

the re-establishment of general convertibility. 

Source: Lloyds Bank Review, London, England, Jan- 
uary 1954. 


U.K. Industrial Production in 1953 

U.K. industrial production was higher in 1953 than 
in any year since the war. Total industrial output was 
5.3 per cent greater than in 1952 and 2.6 per cent above 
the previous highest level which was reached in 1951. 
The 1953 index of industrial production (1948 = 100) 
is estimated at 120. 

One of the largest and most consistent increases dur- 
ing 1953 was in building and contracting, where the 
prewar level of output was restored, and which probably 
made the greatest single contribution to the rise in the 
over-all index. In manufacturing industries the largest 
increases were in paper and printing, textiles and cloth- 
ing, chemicals, vehicles, and food, drink, and tobacco. 
Engineering has shown little change from the low level 
of 1952; although there have been improvements in some 
electrical engineering sections, there has been little move- 
ment in heavy engineering. In metals, steel production 
has risen, but manufacturers in the nonferrous metal 
industries have been drawing to a greater extent than 
before on stocks, and output of nonferrous metals has 
therefore fallen. 

Source: The Financial Times, London, England, Janu- 


ary 30, 1954. 
End of Fat Rationing in United Kingdom 


The U.K. Government has announced that rationing 
of butter, cheese, margarine, and cooking fats will end 
on May 8. The announcement closely follows the Gov- 
ernment’s recent decision to permit, as from January 24, 
the sale outside the ration of margarine and cooking fats 
available after the ration needs of registered customers 
are met. The only other foods still controlled are meat 
and bacon; and for these an early announcement of the 
date of derationing is expected. With the end of ration- 
ing the subsidies on butter and cheese will be removed, 
leading to a saving of some £17.9 million on the basis 
of the revised 1953-54 estimates; the subsidy on mar- 
garine and cooking fats was removed in August 1953. 
Source: The Financial Times, London, England, Janu- 

ary 26, 1954. 


French Coal Industry 

The Charbonnages de France has noted in its annual 
report two outstanding developments in the French coal 
industry—increasing output per worker and marketing 
difficulties which are a consequence of the excessive 
charges borne by the industry. Output per underground 
worker increased from .926 tons per day in 1946 to 
1.473 tons in November 1953, which is greater by 118 per 
cent than the average output in 1938. Average output 
per worker now exceeds the average in West Germany. 
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Heavy investment for re-equipment and modernization 
under the first investment plan increased productive 
capacity from 47 million tons before the war to 58.5 mil- 
lion in 1953, despite the fact that the number of under- 
ground workers has been decreasing (216,000 in 1947 
against 156,000 in 1953). New investments are expected 
to increase production further, to 60 million tons in 1954. 
New plans for developing the coking and power output 
of the mines’ own generating stations are expected to 
help reduce production costs. The economic position of 
the mines has, however, steadily deteriorated. Total out- 
put, which had been 57.4 million tons in 1952, fell to 
54.6 million tons in 1953, and pithead stocks rose from 
628,000 tons in June 1952 to 2.3 million tons in Novem- 
ber 1953. The Charbonnages incurred a loss in 1953 
which exceeds last year’s deficit of fr 4.7 billion. The 
general slowing down of the French economy, the strike 
in August, the warm autumn weather, and increasing 
competition from other fuels are held to be responsible 
for this deterioration. It is also claimed that France 
is at a serious disadvantage within the ECSC by being 
placed in direct competition with foreign, and perticu- 
larly German, mines. Wage charges, direct and indirect, 
are higher in France than in Germany by fr 600 per ton. 
The servicing of loans (fr 18 billion in 1953) contracted 
by the Charbonnages de France for the modernization 
of the mines cost some fr 300 per ton, while German coal 
is comparatively free from such charges, since two thirds 
of the investments in the mines has been covered by self- 
financing. 


Source: Le Monde, Paris, France, January 2, 1954. 


Norway’s Balance of Payments 


Preliminary figures for the Norwegian balance of pay- 
ments on current account for 1953 show a deficit of 
NKr 992 million, compared with a surplus of NKr 8 mil- 
lion in 1952. On goods and services account there was 
a deficit of NKr 1,025 million, compared with a deficit of 
NKr 36 million the year before. Exports of goods and 
services decreased from NKr 6,217 million to NKr 5,490 
million, while imports increased from NKr 6,253 million 
to NKr 6,515 million. 

Net freight earnings, for which the national budget 
had predicted a decrease of NKr 350 million, declined 
by NKr 480 million to NKr 1,570 million. Exports of 
goods, excluding ships, decreased by NKr 309 million to 
NKr 3,460 million; exports of ships decreased by 
NKr 103 million to NKr 167 million, and imports of ships 
rose by NKr 231 million to NKr 885 million. Mainly 
as a result of greatly increased income from foreign 
tourists, a new item, “other income net”, amounting to 
NKr 167 million appears in the balance of payments 
for 1953. 


Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, January 16, 1954. 
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Norwegian Government Loans 

The Norwegian Ministry of Finance reported on 
December 23, 1953 that negotiations with representa- 
tives of the joint stock and savings banks and insurance 
companies for a government loan of NKr 200 million 
had been concluded. One loan of NKr 80 million, to be 
subscribed only by insurance companies, will carry in- 
terest at 314 per cent for 40 years, with an option of 
conversion by the Government after 10 years. A second 
loan of NKr 120 million will carry interest at 24% per 
cent for 10 years. It is the intention of the Government 
to supply the state banks with the necessary funds during 
1954 by borrowing money from private credit institu- 
tions. It is understood that the rate of interest charged 
by private credit institutions for mortgage loans will not 
be increased; the state banks will also continue to lend 
at the same rate of interest as before, and no change is 
proposed in Norges Bank’s official discount rate. 
Source: Norges Bank, Bulletin, Oslo, Norway, Janu- 

ary 7, 1954. 


Sweden's 1953 Balance of Payments 


Sweden’s import surplus in 1953, totaling SKr 516 mil- 
lion (US$100 million), was considerably smaller than 
the 1952 surplus of SKr 813 million (US$157 million), 
according to the preliminary statistics of the Swedish 
Board of Trade. The whole of the deficit was accumu- 


lated in the first six months of the year, and subsequently 
exports and imports were practically balanced. Exports 
in 1953 totaled SKr 7,645 million (US$1,470 million), 
SKr 489 million less than in 1952, while imports (c.i.f.) 
fell by SKr 786 million to SKr 8,161 million (US$1,570 
million). 

The volume of exports of forest-industry products was 


considerably greater than in 1952. Exports of sawn 
and planed timber increased from 2,900,000 cubic meters 
to 4,200,000 cubic meters, pulp exports increased from 
1,600,000 tons to 2,200,000 tons, wallboard, from 
105,000 tons to 127,000 tons, and wrapping paper, from 
247,000 tons to 355,000 tons. Exports of newsprint 
were about the same as in 1952. Iron ore shipments 
totaled 14,600,000 tons, a decrease of 1,100,000 tons. 
Exports of vessels decreased in value by SKr 95 million 
to SKr 362 million, and of machines, by about 10 per 
cent, to SKr 907 million. Export sales of commercial 
iron and steel were practically unchanged in volume and 
slightly lower in value. 

As the result of a good harvest, imports of cereals 
declined from 523.000 tons in 1952 to 92,000 tons in 
1953. Imports of coal also fell from 4,800,000 tons to 
3,600,000 tons. and of commercial iron and steel, from 
789,000 tons to 569,000 tons. Imports of automobiles 
(from 38,000 to 49,000 units), mineral oils (from 
5,100,000 tons to 5,500,000 tons), hides and skins, and 
woolen and cotton textiles increased. 
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The trade deficit was more than covered by net ship.[ 
ping income of about SKr 840 million, while other serv.) 
ices and private donations are estimated to have resulted}, 


in net payments of about SKr 60 million. 


The goods and services account (including private} 


donations) therefore showed a surplus of about SKr 264 

million, compared with about SKr 121 million in 1952. 

The net foreign exchange reserves of the Riksbank in. 

creased by SKr 317 million, and the commercial banks 

improved their position by SKr 23 million. The net for. 
eign exchange reserves of the Riksbank at the end of 

1953 amounted to SKr 2,621 million, including SKr 1,566 

million in gold and U.S. dollars. 

Sources: Svenska Dagbladet, January 26, 1954, and 
Sveriges Riksbank, Berittelse angaende Riks. 
bankens tillstand, rérelse och forvaltning under 
1953, Stockholm, Sweden. 


Removal of Rationing and Price Controls in Finland 


The Finnish Government has decided to terminate 
rationing and price control for coffee as from March 1, 
1954. If, as is expected, rice rationing is also abolished, 
the rationing of consumption goods will cease altogether 
on that date. Coffee imported from Central or South 
America will no longer be subject to import or cur. 
rency restrictions. Coffee stocks are relatively large, be- 
cause during the last six weeks purchases have been 
made amounting to more than $10 million. An all. 
round liberalization of imports has also been authorized 
for certain medicines and for chemicals and other mate- 
rials needed by export industries. Price control has been 
removed from some imported fruits, and there will be 
a general reduction of both the free and the controlled 
prices of fruits. Half of the articles whose prices were 
controlled in July 1953 have now been freed from price 
control. 

Sources: Helsingin Sanomat, Helsinki, Finland, Janv- 


ary 26 and 27, 1954. 


Portugal’s 1954 Budget 

The Portuguese 1954 budget, approved by the Council 
of Ministers on December 31, 1953, provides for ordin- 
ary expenditures of 5,179 million escudos and ordinary 
receipts of 5,328 million escudos. Extraordinary expendi- 
tures are estimated at 1,882 million escudos, of which 
999 million are earmarked for national defense (includ- 
ing NATO commitments) and 381 million for investment 
projects. Borrowing on the market to the amount of 
1,033 million escudos will meet 55 per cent of the 
extraordinary expenditures, while net balances resulting 
from budgets of previous years (350 million escudos) 
and the profits from the mint (20 million escudos) will 
finance together another 20 per cent. There will also be 
self-financing expenditures of 345 million escudos in the 
form of reimbursement of subsidies and advances made 
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to state-operated enterprises filling off-shore orders. 
Source: Jornal do Comercio, Lisbon, Portugal, Janu- 


ary 1, 1954, 


Yugoslav Free Exchange Rates 


The exchange proceeds which Yugoslav exporting 
agencies are permitted to retain, ranging, since October 
15, 1953, from 30 per cent to 80 per cent of their total 
exchange receipts (see this News Survey, Vol. VI, 
p. 161), may be used by them to finance imports of raw 
materials or other currently needed goods (but not of 
investment goods), or may be sold on the Exchange 
Clearing Houses which operate in six cities in Yugo- 
slavia. Although the position improved in the latter part 
of 1953, the rates quoted in these Clearing Houses were 
still at that time very high, with wide disparities be- 
tween the rates quoted for various currencies. For 
example, on November 27 the average rate for the U.S. 
dollar was 1,749 dinars, for the German mark, 336 dinars, 
for the pound sterling, 3,623 dinars, and for the Swiss 
franc, 244 dinars. These rates represented premiums of 
483, 370, 331, and 256 per cent, respectively. 

Source: Zeitschrift fiir das gesamte Kreditwesen, Frank- 
furt am Main, Germany, January 1, 1954. 


Soviet-Chinese Trade Agreement 


On January 23, the Soviet Union and China adopted a 
protocol providing for a further expansion of trade be- 
tween the two countries in 1954 and a separate protocol 
providing for deliveries by the Soviet Union to China 
under the credit granted by the former to the latter 
on February 14, 1950, at which time it was announced 
that this credit amounted to $300 million. The value of 
the trade covered by these protocols is not stated. 

According to a joint communiqué by the contracting 
parties, the Soviet Union will include in its deliveries 
metallurgical mining and electrical equipment, automo- 
hiles. agricultural machines, road-building 
machines, construction machines, rolled ferrous and non- 
ferrous metals, petroleum products. and chemical prod- 
ucts, 


tractors, 


China will deliver to the Soviet Union nonferrous 
metals, soya-beans, rice, nuts, vegetable oils, meat, tea, 
tobacco, wool, raw silk, silk cloth, raw hides, and other 
goods, 


Source: Pravda, Moscow, U.S.S.R.. January 25, 1954. 


Middle East 


Israeli Bond Issue 

On April 1, 1954 the Government of Israel will float 
a bond issue of $350 million in the United States, Canada, 
Latin America, and in other countries where arrange- 
ments can he made to market the bonds. The bonds, 
which are intended to be a major source of capital for 
investment, ‘will be offered over several years, the goal 
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for 1954 being $75 million. The issue is to be registered 
with the Securities and Exchange Commission in Wash- 
ington, and will consist of 15-year 4 per cent coupon 
bonds and 10-year savings bonds appreciating by 50 per 
cent at maturity. 

This is Israel’s second bond issue for the purpose of 
obtaining foreign capital. Of the first issue, which was 
floated in May 1951, $160 million had been sold for 
cash or pledges by the beginning of 1954. 

Source: Israel Office of Information, Israel Digest, New 
York, N. Y., January 18, 1954. 


Syrian Ghab Valley Development Scheme 

A contract for the construction of the first part of the 
Ghab Valley development scheme has been awarded to a 
Yugoslav firm, Trudbenik, in competition with a Swedish 
firm and two German firms. Work is scheduled to be 
completed within 22 months. The cost of the contract 
is LS 3.27 million. The contract provides for the deepen- 
ing and widening of the Orontes River for a distance of 
about 3 miles between Karkour and Kfeir. The drain- 
age of the swamps in this area will bring into cultivation 
about 6,000 acres. A contract for the second and more 
important part of the scheme, which involves the con- 
struction of two great barrages, one for irrigation and 
the other for the generation of electricity, as well as a 
network of canals, model villages, and two fish basins, 
has not yet been awarded. 

Another Yugoslav firm had previously been awarded 
the contract for the construction of the port of Lattakiah. 
Source: Middle East Economist and Financial Service, 


Forest Hills, N. Y., December 1953. 


New Foreign Investment in Turkey 

With a view to stimulating foreign investment, the 
Grand National Assembly in January 1954 passed a law 
regulating the conditions under which foreign capital 
may be invested in Turkey. Previously, the repatriation 
of cash outlay capital was not permitted until three years 
after the date of its entry, while capital in the form of 
equipment and nonphysical assets had to remain in 
Turkey for five years before any repatriation was allowed. 
The new law gives foreign investors the right, in the 
event of the liquidation of an enterprise, to export their 
profits and capital. They will also be allowed to employ 
foreign specialists, foremen, and skilled workers, who will 
be permitted to export money for the support of their 
families or for their own savings. 

The law provides for the formation of a committee, 
under the chairmanship of the General Manager of the 
Central Bank, which has authority to deal with applica- 
tions for the investment of foreign capital, on condition 
that the investment will be useful for economic develop- 
ment, will operate in fields open to Turkish private 
undertakings, and will not entail any monopoly or spe- 
cial concession. Guarantees of approved foreign loans 
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will also be given by the Ministry of Finance up to a 

total amount of 1 billion Turkish liras ($357 million). 

The new law will be applied retroactively to investments 

made since August 1951. 

Sources: The Times, London, England, January 20, 
1954; Department of Commerce, Press Release, 
Washington, D. C., January 27, 1954. 


Far East 
Indian Exports, 1953 


Although the total value of Indian exports declined 
from Rs 6,170 million in 1952 to about Rs 5,250 million 
in 1953, the quantum of exports of a number of im- 
portant items, such as cotton textiles, jute goods, tea, 
cashew nuts, showed an increase. A part of the increase 
in exports of cotton and jute goods can be attributed 
to reductions in export duties. It seems, therefore, that 
Indian exports have held their own in a growingly com- 
petitive market. Cloth exports in December 1953, at 
77.6 million yards, were higher than in any one of the 
preceding 17 months. But although total cloth exports 
during 1953 have amounted to 701 million yards, this is 
300 million yards less than the target accepted by India 
at the Buxton International Textile Conference in 1952. 
Cloth exports were 594 million yards in 1952, 780 million 
yards in 1951, and 1,133 million yards in 1950. 

Vigorous export promotion campaigns are now being 
undertaken to consolidate and extend the gains in a num- 
An export promotion council has 
been formed for the cotton textile industry and another 
proposed for the engineering industry. A tea council 
has been set up in the United States. A tobacco sales 
officer has been sent to London and two more are to be 
sent to Europe and the Far East. The Indian Jute Mills 
Association has been energetically striving to stimulate 
export demand. The Government has amended the Sea 
Customs Act to grant a rebate of the import duty paid 
on raw materials contained in exports. 


ber of commodities. 


Sources: Embassy of India, Indiagram, Washington, 
D. C., January 11, 1954; The Times of India, 
Bombay, India, January 20, 1954. 


Food Imports in India 

The total quantity of food grains imported into India 
during 1953 amounted to 2.02 million tons, against 3.85 
million tons in 1952 and 4.72 million tons in 1951. 


Source: Reserve Bank of India, Jndian News Digest, 
Bombay, India, January 16, 1954. 


Taiwan’s Trade Balance in 1953 


In 1953 Taiwan’s foreign trade made its best showing 
since the end of the war, and the year ended with a 
favorable balance of approximately US$29 million: The 
Bank of Taiwan’s foreign trade statistics, based on 
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foreign exchange settlement figures and excluding im- 
ports financed by U.S. aid, show the total value of 
exports in 1953 as US$130 million and the total value 
of imports as US$101 million. 

Sugar has been the most important export, and in 
1953 accounted for exchange receipts of more than 
US$90 million. Rice exports earned US$11 million and 
tea exports, US$7 million. Surpluses were realized in 
Taiwan’s trade with the United States, Japan, and the 
sterling area. Hong Kong was the only area with which 
Taiwan’s trade showed a deficit. 

Source: Chinese News Service, Press Release, New York, 


N. Y., January 26, 1954. 


United Kingdom-Japan Trade Agreement 


A U.K.-Japanese agreement signed on January 29 pro- 
vides for a reduction of about £30 million in sterling 
area exports to Japan, from the level of £240 million in 
1953, and an increase of about £80 million in Japanese 
exports to the sterling area—mainly, it is believed, to 
Australia and South Africa—from the 1953 level of 
£130 million. One fundamental condition of the agree- 
ment, embodied in an exchange of letters, is that both 
sides agree to take all reasonable steps to balance trade 
between the two areas at the highest possible level. 

To enable Japan to cover her sterling deficit, the 
U.K. Government will establish import quotas for a num- 
ber of “traditional” Japanese exports that had not been 
admitted to the U.K. market since the war. These will 
include £3 million of grey cloth for processing and re- 
export, and smaller amounts of apparel, cotton and rayon 
piece goods, toys, and electrical goods. The U.K. Gov- 
ernment has, moreover, informed colonial governments 
that they may import from Japan in 1954 up to their 
estimated requirements for their own consumption and 


ECONOMIC DEVELOPMENT WITH STABILITY 


A REPORT TO THE GOVERNMENT OF INDIA 


This report was made by a Fund mission which, 
at the request of the Government of India, visited 
India in February-March 1953, to study the monetary 
and financial problems that arise in connection with 
the country’s development program. The mission 
consisted of Mr. E. M. Bernstein, Director of the 
Fund’s Research Department, Mr. Richard Goode, 
Mr. Morris Friedberg, and Mr. I. G. Patel. 

The report is being published simultaneously by 
the Government of India and the Fund. It also will 
appear as one of the studies included in IMF Staff 
Papers, Volume III, No. 3, to be issued in February. 

The price for the report alone is US$0.50. 


The Secretary 
International Monetary Fund 
1818 H Street, N.W., Washington 25, D. C. 
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for the entrepét trade—the latter being particularly im- 
portant for Hong Kong. In return, the Japanese Gov- 
ernment has undertaken, in addition to maintaining the 
general rate of imports, to provide sterling for certain 
specified trade and services, including wool and worsted 
yarns and manufactures, motorcycles, oil, and films. 

As some time is expected to elapse before the agree- 
ment produces any appreciable effect on the balance of 
payments, Japan is authorized to meet her sterling deficit 
in the early part of 1954 by “limited temporary accom- 
modation in London through normal 
channels.” 

The figures involved in the agreement are only ap- 
proximate because the U.K. Government can negotiate 
only on behalf of the United Kingdom and the colonies. 
The Japanese Government will also have to negotiate 
trade agreements with the governments of the indepen- 
dent Commonwealth countries. It is understood, how- 
ever, that estimates of the additional volume of Japanese 
exports that will result from these agreements were avail- 
able in London for the present negotiations. 


Source: The Financial Times, London, England, Janu- 
ary 30, 1954. 


commercial 


Japan’s Local Government Budget Estimate for 1954-55 


According to the Japanese Government’s estimate, the 
over-all local government expenditure for the fiscal year 


1954-55 will be more than 1,220 billion yen, an increase 
of some 310 billion yen over 1953-54. This increase is 
accounted for by additional expenditures on flood pre- 
vention measures (157.6 billion yen), new school build- 
ings (24 billion yen), pay increases for local govern- 
ment personnel (41.4 billion yen), etc. 

The gross revenue for the year is estimated at about 
1,100 billion yen, leaving a deficit of some 120 billion 
yen to be covered by grants from the Central Govern- 
ment and by the issue of local bonds. 

The final decision on local government budget esti- 
mates depends on the revision of local tax systems, flood 
prevention schemes, and the status of the Central Govern- 
ment’s budget for the fiscal year 1954-55. 

Source: Nihon Keizai Shimbun, Tokyo, Japan, Decem- 
ber 18, 1953. 


Philippine Rice Program 

The Agricultural Credit and Cooperative Financing 
Administration announced on January 12 the Philippine 
Government’s new rice marketing program. The scheme 
is based on the use of cooperatives and is designed to 
eliminate middlemen in rice transactions. The price of 
rice will be determined according to the law of supply 
and demand. Farmers who are members of coopera- 
tives and who deposit their crop in a cooperative ware- 
house will receive 80 per cent of its value, as determined 
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by the current Manila price less milling and transporta- 

tion costs. The balance will be paid to farmers after the 

final sale of their rice. 

Source: Far East Trader, New York, N. Y., Janu- 
ary 27, 1954. 


Philippine Imports in First Half of 1954 


The Monetary Board of the Philippines has authorized 
Agent Banks to open letters of credit for imports during 
the first half of 1954 in amounts equivalent to their quota 
allocations in the second half of 1953, with certain 
specified adjustments. These adjustments include addi- 
tional allocations drawn from the contingency reserve 
other than for nonrecurring imports. The total amount 
of foreign exchange to be made available in the first half 
of 1954 is $233.5 million; $224.0 million had been made 
available in the second half. and. $214.8 million in. the 
first half of 1953. 

Sources: Central Bank of the Philippines, Memorandum 
to Agent Banks, No. 22, Manila, Philippines, 
January 5, 1954; Philippine American Chamber 
of Commerce, Weekly Bulletin, New York, 
N. Y., January 15, 1954. 


Canada 


Canadian Exchange Rate 

The slow rise in the Canadian exchange rate which 
began in July 1953 is still continuing. The rate rose 
from a low point of Can$1.00 = US$1.0055 in June 1953 
to US$1.0158 in September. (See also this News Survey, 
Vol. VI, p. 116.) During the last week of January 1954 
the rate reached US$1.0309, the highest recorded for 
almost a year. 
Source: The Journal of Commerce, New York, N. Y., 

February 1, 1954. 


Latin America 


Pan American Highway in El Salvador 

A sector of the Pan American highway in El Salvador 
has been completed from the border of Guatemala to the 
border of Honduras. The whole of the highway is paved 
except for a few miles in the extreme eastern section 
of the country, which are nevertheless passable all year 
round. The new link is 191 miles in length. The cost of 
the entire highway will be more than $8 million. 
Source: The Journal of Commerce, New York, N. Y., 

January 15, 1954. 


Free Exchange Rates in Bolivia 

The Superintendency of Banks in La Paz recently 
issued instructions which permit the Banco Minero to 
sell at auction to the public in unlimited amounts the 
dollars obtained by the Banco from sales of gold. These 
dollars were to be auctioned through the private com- 
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mercial banks, the Banco Mercantil and the Banco 
Nacional. The Manager of the Banco Mercantil stated 
that it was hoped that as a result of these auctions the 
free market would determine the price of the dollar and 
that speculative black market transactions in that cur- 
rency would thus be avoided. The dollar was recently 
quoted by exchange houses and other establishments at 
Bs 1,500 to Bs 1,600, but since the introduction of the 
new auction system the black market rate has fallen to 
between Bs 900 and Bs 1,000 per US$1. 


Source: El Diario, La Paz, Bolivia, January 22, 1954. 


Chile’s Gross National Product 

A report on the gross national product of Chile, re- 
cently presented by the Institute of Economy of the Uni- 
versity of Chile to the Minister of Finance, lays em- 
phasis on the growing inflation in Chile and its con- 
sequences. The recorded increase of 45 per cent in GNP 
between 1952 (222.2 billion pesos) and 1953 (322 bil- 
lion pesos) is largely in monetary terms, the real increase 
being estimated at only 5 per cent. The geographical 
distribution of GNP is said to show the importance of an 
adequate plan for promoting agriculture, whose share has 
fallen from 18.5 per cent in 1940 to 15.5 per cent in 
1952. The scarcity of foreign exchange is reflected in 
the stagnation of copper and nitrate mining, which ac- 
counted for 10 per cent of GNP in 1940 and only 5.5 per 
cent in 1952. 

The report notes a low level of gross investment that 
is insufficient for the ambitious economic development 
programs of the Government and the private sector. 
Gross private investment was equal to 8.2 per cent in 
1950, 7.5 per cent in 1951, and 6.1 per cent in both 
1952 and 1953. The corresponding percentages for gross 
public investment during the last four years were 4.6, 
5.7, 6.0, and 6.2. The inadequacy of external assistance 
in recent years has also kept down the volume of invest- 
ment. External credits and foreign investments have 
been substantially le&8s than the disbursements of for- 
eign exchange required to meet the service of credits 
and foreign investments of previous years. 

Source: Panorama Economico, Santiago, Chile, Janu- 


ary 1954. 


Other Countries 


Australia and the GATT 

The Australian Federal Cabinet decided on January 19 
to authorize Australian signature of the declaration ex- 
tending to June 30, 1955 the period during which tariff 
concessions negotiated under the GATT are to be bound 
(see this News Survey, Vol. VI, p. 219). The Minister 
for Trade and Customs stated that there were special 
domestic factors in Australia requiring careful examina- 
tion before deciding to fall into line with the other con- 
tracting parties. Between 85 and 90 per cent of Austra- 


lia’s export trade goes to other contracting countries, 
and it is most important to maintain the utmost stability 
in this export trade. The items included in the GATT 
concessions had been selected with care and there had 
usually been no difficulty in maintaining these conces- 
sions. The contracting parties had already specifically 
stated that in accordance with past practice they would 
be prepared to examine sympathetically any exceptional 
case for the withdrawal of any items during the period 
of assured life of the tariff schedules. Signature of the 
declaration did not in any way qualify the Australian 
Government’s policy of protecting soundly established 
industries. 
Source: Department of Trade and Customs, Statement 
by the Minister for Trade and Customs, Can- 
berra, Australia, January 19, 1954. 


Western Samoan Exchange Rate 

A clause in the Samoa Amendment Act 1953 author- 
izes the New Zealand Minister of Finance from time to 
time, by notice in the Gazette, to fix a rate of exchange 
between New Zealand and Western Samoa. The purpose 
of this clause is to enable the Minister of Finance to fix 
a rate of exchange under which the Samoan pound may 
have a different value from the New Zealand pound. 
Until such a rate is fixed Samoan Treasury notes will 
continue to be redeemable at par. 

The Minister of External Affairs stated in the parlia- 
mentary debate on this measure that the proposed 
change was being made at the request of the Samoan 
Legislative Assembly. The appreciation of the New 
Zealand pound in 1948 had caused some complaint in 
Samoa, and a Select Committee of the Legislative As- 
sembly had recently recommended an independent cur- 
rency, coinage, and legal tender for Western Samoa, with 
a Currency and Exchange Board of Control empowered 
to appreciate or depreciate the Samoan pound within a 
limit of 25 per cent. 


Sources: House of Representatives, Parliamentary De- 
baies, No. 35, November 4-12, 1953, and 
Samoa Amendment Bill, 1953, Wellington, New 
Zealand. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the 
end of each note. Explanatory material may be 
added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 
Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 

The Secretary 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 


The 
year-€ 
loans 
term 
on né 
reach 
pared 
quart 
est ra 
turity 
end ¢ 
p. 12 
follov 
of 19 
per c 
count 
by a 
cent, 


Ov 





